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authorized Departmental representa-
tive for insurance of the mortgage by 
endorsement of the mortgage note. The 
note must provide that the mortgage is 
insured under section 542(c) of the 
Housing and Community Development 
Act of 1992 and the regulations set 
forth at 24 CFR part 266 in effect on the 
date of endorsement. The note must 
also specify the date of endorsement, 
i.e., the date of HUD endorsement of 
the project mortgage, and the risk of 
loss assumed by the HFA and by HUD. 

(b) Closing docket. The HFA’s submis-
sion must include a certification that 
it has obtained written HUD approval 
of compliance with the requirements 
referred to in § 266.210, and certifi-
cations and information as follows: 

(1) Information concerning the mort-
gage amount and term, location, num-
ber and type of units, income and ex-
penses, rents, projects and market oc-
cupancy percentages, value/replace-
ment cost, interest rate, and similar 
statistical information in accordance 
with the Commissioner’s administra-
tive procedures. 

(2) Copies of the amortization sched-
ule, Note and Risk-Sharing Agreement. 

(3) Certification that the loan has 
been processed, prudently underwritten 
(including a determination that a mar-
ket exists for the project), cost cer-
tified (if the project is being submitted 
for final endorsement) and closed in 
full compliance with the HFA’s stand-
ards and requirements (or where the 
mortgage is insured under Level II, in 
full compliance with the underwriting 
standards and loan terms and condi-
tions as approved by HUD). 

(4) At the time of final endorsement, 
a certification for periodic advances 
cases, if submitted for final endorse-
ment, that advances were made propor-
tionate to construction progress. 

(5) A copy of the HFA-approved cost 
certification if the project is submitted 
for final endorsement. 

(6) A certification that equal employ-
ment requirements are followed. 

(7) A certification that the HFA has 
reviewed and approved the Affirmative 
Fair Housing Marketing Plan and 
found it acceptable. 

(8) A certification that a dedicated 
account, if required, has been increased 
in accordance with § 266.110(b). 

(9) Certifications required under 
§ 266.415 concerning liens and contrac-
tual obligations. 

(10) Copies of the Hazard Insurance 
Policy with a clause making the loss 
payable to the HFA. 

(11) For projects subject to Davis- 
Bacon prevailing requirements under 
§ 266.225, the certification and informa-
tion concerning payment of prevailing 
wage rates required by § 266.225(d). 

(12) Certified copies of mortgage 
(deed of trust) with attached regu-
latory agreement, and note for HUD 
files. 

Subpart F—Project Management 
and Servicing 

§ 266.500 General. 

The HFA will have full responsibility 
for the administration of the provi-
sions of this subpart and for managing 
and servicing projects insured under 
this part. The HFA is responsible for 
monitoring and determining the com-
pliance of the project owner in accord-
ance with the provisions of this sub-
part. HUD will monitor the perform-
ance of the HFA, not the project 
owner, to determine its compliance 
with the provisions covered under this 
subpart. 

§ 266.505 Regulatory agreement re-
quirements. 

(a) General. (1) The HFA must exe-
cute a Regulatory Agreement, in re-
cordable form, between the mortgagor 
and the HFA to be in force for the du-
ration of the insured mortgage and 
note or bond. The Regulatory Agree-
ment must include a description of the 
property. The Regulatory Agreement 
must be incorporated by reference into 
the mortgage and recorded with the 
mortgage. 

(2) The Regulatory Agreement exe-
cuted between the HFA and the mort-
gagor must be binding upon the mort-
gagor and any of its successors and as-
signs and upon the HFA and any of its 
successors for so long as the mortgage 
is insured by HUD or HUD holds an 
HFA debenture issued in connection 
with a claim arising from the insured 
mortgage. The HFA may not assign the 
Regulatory Agreement. 
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(3) The HFA will enforce the Regu-
latory Agreement and take actions 
against any mortgagors who violate its 
provisions. Such actions may involve a 
declaration of default and application 
to any court for specific performance 
of the agreement. 

(b) Requirements. The Regulatory 
Agreement must require the mortgagor 
to comply with the provisions of this 
part and obligate the mortgagor, 
among other things, to: 

(1) Make all payments due under the 
mortgage and note/bond. 

(2) Where necessary, establish a sink-
ing fund for future capital needs. 

(3) Maintain the project as affordable 
housing, as defined in § 266.5. 

(4) Continue to use dwelling units for 
their original purposes. 

(5) Comply with such other require-
ments as may be established by the 
HFA and set forth in the Regulatory 
Agreement. 

(6) [Reserved] 
(7) Maintain complete books and 

records established solely for the 
project. 

(8) Comply with the Affirmative Fair 
Housing Marketing Plan and all other 
fair housing and equal opportunity re-
quirements. 

(9) Operate as a single asset mort-
gagor. 

(10) Make books and records avail-
able for HUD or General Accounting 
Office (GAO) review with appropriate 
notification. 

(11) Permit HUD officials or employ-
ees to inspect the project upon request 
by the Commissioner. 

(c) Enforcement. The Regulatory 
Agreement shall be enforced by the 
HFA. 

[59 FR 62524, Dec. 5, 1994, as amended at 63 
FR 46578, 46593, Sept. 1, 1998; 65 FR 16296, 
Mar. 27, 2000] 

§ 266.507 Maintenance requirements. 
The mortgagor must maintain the 

project in accordance with the physical 
condition standards in 24 CFR part 5, 
subpart G. 

[63 FR 46578, Sept. 1, 1998] 

§ 266.510 HFA responsibilities. 
(a) Inspections. The HFA must per-

form inspections in accordance with 

the physical inspection procedures in 
24 CFR part 5, subpart G. 

(b) Annual audits of projects. The HFA 
must analyze projects’ annual audits 
and provide a copy to HUD along with 
a summary of unresolved findings and 
actions planned, with target dates, to 
correct unresolved findings. 

(c) HFA’s annual financial statement. 
The HFA must provide HUD with an-
nual audited financial statement in ac-
cordance with the requirements of 24 
CFR part 85.26. 

[59 FR 62524, Dec. 5, 1994, as amended at 63 
FR 46578, Sept. 1, 1998; 65 FR 16296, Mar. 27, 
2000] 

§ 266.515 Record retention. 
(a) Loan origination and servicing. 

Records pertaining to the mortgage 
loan origination and servicing of the 
loan must be maintained for as long as 
the insurance remains in force. 

(b) Defaults and claims. Records per-
taining to a mortgage default and 
claim must be retained from the date 
of default through final settlement of 
the claim for a period of no less than 
three years after final settlement. 

§ 266.520 Program monitoring and 
compliance. 

HUD will monitor the performance of 
the HFA in accordance with the provi-
sions covered under this subpart. 

Subpart G—Contract Rights and 
Obligations 

MORTGAGE INSURANCE PREMIUMS 

§ 266.600 Mortgage insurance pre-
mium: Insurance upon completion. 

(a) Initial premium. For projects in-
sured upon completion, on the date of 
the final closing, the HFA shall pay to 
the Commissioner an initial premium 
equal to the prescribed percentage, in 
the sliding scale chart that is shown in 
§ 266.604(b), of the face amount of the 
mortgage. 

(b) Premium payable with first payment 
of principal. On the date of the first 
payment of principal the HFA shall 
pay a second premium (calculated on a 
per annum basis) equal to the pre-
scribed percentage of the average out-
standing principal obligation of the 
mortgage from the final closing date to 
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